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Summary of the major findings for ACP countries 
 
Major effects of incorporation into the CAP 
 
According to the Commission, the incorporation of the ten ACs into the EU will result 
in a decrease in average tariffs in the ACs from 9% to 4%. While this may be the case 
overall, in the agricultural sector, according to USDA reports, enlargement will also result 
in an increase in duties in some countries in certain sectors, most notably: beef, poultry 
meat, barley, rice, margarine, sugar, apple juice and palm oil.  
This increase in duties however will not affect the majority of ACP countries who export 
to the EU under the ‘Everything but Arms’ initiative. Equally it will have little or no 
impact on non-LDC ACP countries, since in many of the areas where quota restrictions 
are in place ACP exporters underfill their quotas, are not exporters of the affected 
products or have not yet penetrated the markets of ACs.  
In terms of enhancing trade opportunities there will be a range of agricultural products 
where accession to the EU will result in reduced duties, with some of these being of 
export interest to ACP countries (for example tobacco, groundnuts, grapefruit juice, 
dried fruits, dry beans, sweet corn into Hungary and wood products into the Czech 
Republic). However the limited marketing capacity of ACP enterprises could limit the 
value of these improved market opportunities. The application of stricter EU food-safety 
standards in ACs could equally reduce the value of any improvement in market access 
resulting from tariff reductions introduced as part of the enlargement process. This 
suggests that many ACP countries are unlikely to be well placed to exploit the larger 
market which the accession of ten ACs to the EU will create. 
 
Sector impacts 
 
1. Cereals 
The increased EU-25 surplus of cereals, particularly wheat, needs to be seen against the 
background of the evolving ACP-EU trade in cereals and cereal-based value-added food 
products, for which the ACP is a growing market. If the increase in EU wheat 
production arising from enlargement results in lower prices for the wheat going into the 
value-added food-product industry, then this could, further enhance the export 
competitiveness of EU wheat-based value-added food products and further extend and 
consolidate the importance of the ACP as a destination for these exports.  
If the assumption is correct that these products are largely simple value-added food 
products which enterprises in ACP countries could increasingly produce themselves, 
then this would further constrain the development of simple value-added processing in 
ACP countries. 
With regard to rice, EU enlargement is unlikely to affect ACP rice exports. These will be 
much more profoundly affected by the current process of cereals-sector reform which is 
seeing a 50% reduction in intervention prices, and which is expected to lead to an initial 
fall in market prices of 34%, increasing to a 41% decline over time. 
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2. Meat 
In brief, EU enlargement will increase EU demand for imports of high-quality beef cuts 
and is likely to increase the volume of lower quality beef cuts seeking export markets. 
There will therefore be considerable scope for ACP beef exporters to utilise their existing 
beef quotas fully and to push for an elimination of quota restrictions. However, this will 
be dependent upon ACP beef suppliers being able to comply with EU SPS regulations. If 
they are unable to meet this challenge then they may find themselves being squeezed out 
of the EU beef market or being relegated to serving the mass market for general beef 
products where prices are likely to be depressed. 
Enhancing the capacity of ACP beef producers to supply quality cuts of beef to the EU 
market reliably may also require modification of the rules of origin on beef products to 
allow greater cumulation with non-ACP neighbouring beef producers. This is a 
particularly important issue for southern African beef producers. 
While exports of meat products from ACs are likely to target Russian markets mainly, 
some of them could find their way onto ACP markets. Indeed, these possible 
consequences of enlargement in the meat sector need to be seen against the background 
of growing levels of EU meat exports to ACP countries. 
 
3. Dairy 
Given the likely growth in exports of EU bulk dairy products (which enlargement will 
probably sustain at higher levels than would be the case without enlargement), the impact 
of enlargement on ACP dairy sectors will largely be determined by the national and 
regional policies pursued by ACP governments with regard to trade in dairy products and 
dairy-sector development. 
 
4. Sugar 
The integration of ACs into the EU sugar regime is expected to have little impact on 
import patterns. Equally it is not envisaged that the enlargement of the EU will result in 
increased volumes of sugar exports to ACP countries, since the ACs have no tradition of 
exporting sugar beyond their near neighbours.  
Overall EU sugar-sector reform is likely to have a far greater impact on ACP sugar 
sectors than the process of EU enlargement. 
However the fact that the enlargement of the EU will see an 18% expansion in EU sugar 
production and a similar expansion of EU consumption is worthy of note. It can be 
argued that the overall MSN ceiling should be revised to reflect this enlargement of the 
EU sugar market. An 18% increase in the MSN ceiling would see the overall volume of 
preferential sugar imports increase by 320,000 tonnes. This would provide scope for 
ensuring that SPS (Special Preferential Sugar) access was not eroded as a result of the 
phased expansion of access for LDC sugar or provide scope for the establishment of a 
second LDC quota as called for by the LDC sugar group. 
 
5. Bananas 
With EU enlargement, additional quantities (300,000 tons) have been recently proposed 
by the Commission to ensure a sufficient supply of bananas to consumers in the ten 
ACs. For the new quantities, the current licensing mechanisms will still apply. According 
to the Commission, ‘these transitional measures are without prejudice to the decision 
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taken by the Council to move to a tariff-only import system no later than 1 January 
2006’.  
In the short term there are concerns that increased prices of bananas in new member 
states resulting from the application of the EU banana regime could lead to lower 
demand and a “leakage” of new member states bananas onto the markets of the EU-15. 
This it is feared could lower prices on the EU-15 market, with serious consequences for 
Caribbean banana exporters, many of whom could be driven out of production and thus 
not benefit from any longer term expansion of demand for banana in an enlarged EU. 
As for sugar, this new system based on a tariff-only regime is likely to have a far greater 
impact on ACP banana sectors than the process of EU enlargement. 
 
Lessons from enlargement: restructuring assistance and SPS 
challenges 
 
The various technical assistance programmes provided by the EU to the ten ACs 
highlight the EU’s recognition of the need for comprehensive and integrated 
programmes of support for restructuring of agricultural enterprises under moves towards 
market integration. It recognises that competitiveness has to be improved if these 
agricultural sector enterprises are to be enabled to take advantage of opportunities 
opened up under market integration. This has clear implications for the negotiation of 
support programmes for ACP enterprises under the ongoing EPA negotiations. It 
strengthens the ACP’s argument that restructuring assistance is needed in the agricultural 
sector if enterprises in ACP countries are to be enabled to benefit from the opportunities 
opened up under any free-trade area arrangements with the EU. 
A second lesson to be drawn is that national authorities need to take full responsibility 
for the design and implementation of these agricultural restructuring programmes. 
Of particular significance to ACP countries is the experience in ACs of support to the 
restructuring of food-processing enterprises and the support extended to ensuring 
compliance with EU food-safety standards ‘from farm to fork’. This experience can 
provide important positive lessons (what should be done) and negative lessons (the 
problems faced in ensuring compliance) for ACP countries as they struggle to meet EU 
food-safety standards.  
The ACP could gain advantage in the current EPA negotiations by moving away from 
general discussions on these issues to sector-by-sector discussions of what needs to be 
done to support not only compliance with EU food-safety standards but also the 
verification and certification of that compliance. The more detailed the discussions at a 
regional level, the more likely the EU is to respond to specific proposals being put 
forward. 
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Introduction 
Ten new countries are about to join the European Union, increasing the total 
membership to 25. This process of EU enlargement will affect third countries, and in 
particular ACP countries, in a number of ways, through changes in trade and investment 
flows, development co-operation aid, agricultural issues and migration opportunities. 
The principal objective of this discussion paper is to analyse how this process may affect 
EU-ACP agricultural trade relations especially in the context of the negotiations for 
Economic Partnership Agreements (EPAs). In particular, there is a need for ACP 
negotiators to have a better understanding of the likely implications of EU enlargement 
on the EU agricultural sector in terms of new market opportunities, but also in terms of 
threats in third-country markets served by both the EU and ACP countries. After 
reviewing the major consequences of incorporation of the ten new countries into the 
CAP, the paper looks specifically at the likely impacts that this could have on the cereals, 
livestock, dairy, sugar and banana sectors, both in EU and ACP countries. The last 
section of the paper discusses the lessons to be drawn from the enlargement process in 
terms of the support that has been made available for the purpose of bringing the 
agricultural and food-processing sectors of accession countries up to EU standards. 
These lessons could be of vital importance in relation to the development dimension in 
the EPA negotiations, especially in terms of restructuring assistance and SPS issues. 
 
The scope of enlargement 
 
What countries are involved in EU enlargement? 
On May 1st 2004 Cyprus, the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, 
Poland, Slovakia and Slovenia will join the EU. Of these ten new member states 
(‘accession countries’ or ACs), Poland, Hungary and the Czech Republic are the most 
important agricultural economies followed by Lithuania, Slovakia and (for fruit and 
vegetables) Cyprus. Outside of the top three agricultural producers the actual importance 
of the other countries varies from product to product.  
Of the ten, Poland has by far the largest farm sector, with 47.6% of the total agricultural 
area of the ACs. Polish agriculture employs some 2.7 million people, three times the 
number in Germany which has a similar area under agriculture. Although it only accounts 
for 3% of the Polish GDP, one in four Poles work in agriculture. The farming sector is 
split between commercial agriculture (employing 14% of Poles) and a part-
time/subsistence agriculture (employing around 4.5% of Poles). The major crops in 
Poland are: wheat; potatoes; rye; sugar beet and rape seed; there is also a large livestock 
sector. Farm income in Poland is less than 7% of that in the EU-15. 
Hungary, the country with the second largest agricultural area has less than a third as 
much land under agriculture as Poland, and only 6.5% of its labour force is in agricultural 
employment. Similarly the Czech Republic has less than a quarter as much land under 
agriculture as Poland and only 5.1% of its labour force is in agricultural employment. 
After these three, which account for about 75% of the agricultural production of the 
ACs, the most important agricultural economies are those of Lithuania (which has less 
than a fifth of the area under agriculture that Poland has, but with 18% of its population 
employed in the agricultural sector), Latvia (with less than a seventh of Poland’s 
agricultural land, but 13.5% of the population employed in agriculture) and Slovakia also 
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with less than a seventh of Poland’s area under agriculture and only 4.5% of the 
population employed in agriculture). The combined agricultural area of the other four 
accession countries is less than a tenth of the agricultural area of Poland (see Table 1). 
To put these figures into perspective, the EU-15 has some 130.8 million hectares under 
agriculture, almost 3.5 times the agricultural area in the ten ACs. Some 4% of the labour 
force are active in agriculture in the EU-15, compared to 13.4% in the ACs, with the 
share of agricultural employment ranging from 15.8% in Greece and 12.5% in Portugal 
to 1.8% in Belgium and 1.4% in the UK. 
Overall, enlargement will bring into the EU, 75 million new consumers, 4 million new 
farmers and a purchasing power which is growing twice as fast as that in the EU-15. 
Table 1 
The importance of agriculture in the  new member states (ACs) 
 Agricultural area 
(hectares) 
Agriculture’s share 
of employment 
Agriculture’s share 
of GDP 
Poland          18,397,000         18.8%        3.3% 
Hungary            5,853,000           6.5%        4.1% 
Czech Republic            4,282,000           5.1%        3.9% 
Lithuania            3,489,000         18.0%        7.5% 
Latvia            2,540,000         13.5%         4.5% 
Slovakia            2,444,000           6.7%        4.5% 
Estonia               986,000           7.4%        6.3% 
Slovenia               486,000           9.9%        3.2% 
Cyprus               134,000           9.2%        4.2% 
Malta                 12,000           1.9%        2.3% 
TOTAL          38,623,000          13.4%  
 
The general trade effects of accession 
According to a Commission memorandum released on February 4th 20041  
from a trade perspective, enlargement has already taken place, in the 1990s, with 
liberalisation of trade stemming from the Europe Agreements.  
It further maintains that: 
patterns are largely stabilised and enlargement will not disrupt trade with third 
countries. 
In the agricultural sector, however, this is not entirely the case. For example the ‘double 
profit agreement’ between the EU and Hungary only covered 95% of Hungarian 
                                                   
1 See EC memorandum (MEMO/04/23-04/02/2004)  
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=MEMO/04/25|0|RAPID&lg=E
N&display  
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agricultural exports to the EU and only 85% of EU agricultural exports to Hungary2. 
Some adjustments to allow for the full free movement of agricultural products within the 
EU-25 is thus still necessary. 
Indeed, in terms of the wider trade effects the Commission’s memorandum of February 
4th 2004 reveals that enlargement will result in a contraction of EU trade with the rest of 
the world (from €1,977 billion to €1,799 billion). This contraction is mainly because the 
ten new members will now be considered part of the EU and no longer part of the ‘rest 
of the world’, but this is only part of the explanation. 
Whereas from May 1st 2004 all ten accession countries will ‘adopt all aspects of the 
common commercial policy’ of the EU, including adopting EU preferential trade 
agreements with third countries, such as the ACP and LDCs, ACs will also have to 
renounce any bilateral trade agreements with third countries which they may have, as an 
integral part of the enlargement process. This process has, however, also begun and in 
fact may now be largely completed.  
According to the Commission the incorporation of the ten ACs into the EU will result in 
a decrease in their average tariffs from 9% to 4%. While this may be the case overall, 
according to an USDA analysis enlargement will result in an increase in duties in certain 
sectors in some countries, most notably in: beef, poultry meat, barley, rice, margarine, 
sugar, apple juice and palm oil.  
These increases will not, however, affect the majority of ACP countries who trade into 
the EU under the ‘Everything but Arms’ initiative. Equally it will have little or no impact 
on non-LDC ACP countries, since in many of the areas where quota restrictions are in 
place ACP exporters underfill their quotas, are not exporters of the affected products or 
have not yet penetrated the markets of the ACs.  
Of more significance in terms of trade flows than the new tariffs that may be introduced 
as a result of enlargement are the food-safety standards which the ACs will now have to 
apply rigorously. Here again, however, ACP countries are likely to be relatively little 
affected, since they tend to trade mainly with their former colonial power and have not 
yet penetrated the markets of the ACs. 
In terms of enhancing trade opportunities there will be a range of agricultural products 
where accession to the EU will result in reduced duties, with some of these being of 
export interest to ACP countries (for example tobacco, groundnuts, grapefruit juice, 
dried fruits, dry beans and sweet corn into Hungary, and wood products into the Czech 
Republic). However the limited marketing capacity of ACP enterprises could limit the 
value of these improved market opportunities. The application of stricter EU food-safety 
standards to the ACs could equally reduce the value of any improvement in market 
access resulting from tariff reductions introduced as part of the enlargement process. 
The fact that duties on imports of certain agricultural products into ACs will increase, is 
recognised by the European Commission in that it has, for example, adopted measures 
to prevent speculation in ACs on the sugar market. This will include the imposition of 
the full EU tariff of €419 per tonne on sugar exported from ACs to the EU above 
normal levels. This measure is seen as necessary since accession will mean a substantial 
rise in sugar import tariffs in some ACs. The fear is that purchases of sugar could be 
made on the world market prior to full accession, with these purchases being stored and 
subsequently exported into the EU-15 market duty-free after May 1st 2004. 
                                                   
2 USDA, ‘Hungary Trade Policy Monitoring: Impact of EU Accession on US Exports’ (GAIN Report 
HU3002 -4/3/2003) 
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The fact that these measures have been taken illustrates that the EC’s claim that average 
duties will fall in new member states after accession needs to be carefully assessed, 
product by product, in the agricultural sector. Clearly the situation is more complex than 
this EC memorandum suggests.  
In assessing the impact of enlargement the Commission prefers to emphasise the positive 
new trade dynamics which could be generated by enlargement by pointing out that it will 
create a larger market, to the benefit of the EU’s trading partners. However, from an 
ACP perspective it must be borne in mind that most exports to the EU take place within 
traditional trading relationships maintained with the former colonial power. Even after 
nearly 30 years of trade preferences under the Lomé and now Cotonou conventions, 
there has been little diversification of ACP exports within the EU beyond the relevant 
former colonial power. Where exports do take place beyond traditional ‘colonial’ 
markets, it is often through enterprises based in the former colonial metropole. This 
suggests that many ACP countries are unlikely to be well placed to exploit the larger 
market which the accession of ten new members to the EU will create. 
 
How are new member states to be incorporated into the 
CAP? 
 
Application of the common organisation of the market 
From May 1st 2004 the common organisation of the markets for CAP-covered products 
will automatically apply to ACs. This will bring immediate benefits to their farmers. 
Indeed at a press conference on March 18th 2004 the EU Agriculture Commissioner 
Franz Fischler recalled the findings of a recent study which showed that even without 
direct aid payments, farm incomes for eight central and eastern European countries 
would increase by 30% as a result of EU market measures3. Farmers in the ACs will thus 
gain immediate benefits solely from the higher market prices which will be enjoyed even 
under a reformed CAP.  
However, the extent of these benefits will depend on the degree to which producers in 
ACs are able to comply with EU food-safety standards. Where enterprises do not comply 
with these standards, their products will not be allowed free movement within the EU-
25, and will be restricted to the national market. Thus by March 2003 some 720 
enterprises4 had requested special transitional dispensations from full compliance with 
EU food-safety standards from May 1st 2004, and when the list closed on April 15th 2004, 
some 1006 establishments had been granted dispensations, representing roughly 8% of 
all food-processing establishments in ACs. 
                                                   
3 Speech by Commissioner Fischler (SPEECH/04/138-18/03/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=SPEECH/04/138|0|RAPID&lg
=EN&display 
4 USDA GAIN Report No. E23090; see also footnote 34.  
http://www.fas.usda.gov/gainfiles/200306/145885817.pdf 
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The phased introduction of direct aid payments 
Direct aid payments to farmers in ACs will be phased in as in the following table:  
Table 2 Percentage Amount 
2004 25% €1,211 million 
2005 30% €1464 million 
2006 35% €1,743 million 
2007 40% n.a. 
2008 50% n.a. 
2009 60% n.a. 
2010 70% n.a. 
2011 80% n.a. 
2012 90% n.a. 
2013 100% n.a. 
 
In the first three years the EU payments may be topped up from national budgets by a 
further 30%. Up to one-fifth of the EU-financed regional development fund may be 
spent on these domestic top-ups. 
The aim of the phasing-in of direct aid payments is to avoid locking in uncompetitive 
forms of production. Emphasis is placed on the financing of wider rural-development 
measures designed to promote a dynamic restructuring of existing farm enterprises along 
more commercial lines. The shift over to systems of direct aid payments has greatly eased 
the problems of integrating new member states into the CAP. It allows for the phasing-in 
of support, an approach which would have been impossible under price-support 
measures 
 
Special programmes of assistance to agriculture and rural 
development 
The SAPARD programme (Special Accession Programme for Agriculture and Rural 
Development) is the principal programme of assistance to the restructuring of the 
agricultural sectors of the ACs. In 2002 it provided some €554.5 million in assistance to 
prepare the agricultural sectors and rural areas in ACs for full incorporation into the EU 
market. These EU funds constitute co-financing alongside national contributions and the 
mobilisation of resources from the private sector (although the EU contribution can 
cover up to 80% of costs, it is more normally around 50%). According to Commissioner 
Fischler, since 2000 some €1.33 billion has been made available to ACs to prepare their 
agricultural sectors for enlargement. The SAPARD programme is scheduled to run until 
2006.  
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The main objectives of the programme are to: 
• improve agricultural production and efficiency and to promote competitive food-
processing sectors by better market, technological, infrastructure and strategic 
investment policies aimed at reaching EU standards; 
• promote sustainable rural development consistent with best environmental 
practices5. 
The promotion of competitive structures and enterprises in the food-processing industry 
is seen as a particularly important component of the SAPARD programme, often 
accounting for two-thirds of all expenditures6. It is noteworthy that the programme 
allows aid to be extended to sectors normally excluded from receiving aid under EU 
programmes.  
A significant feature of the SAPARD programme is the extent to which programme 
design and implementation is the responsibility of the national governments, with only 
ex-post controls of expenditures by the Commission, once the programme has been 
approved. With some 7,000 contracts under implementation by June 2003, this local 
management of EU-financed programmes was seen as absolutely essential given the scale 
of the assistance being extended. In addition to the important support given through the 
SAPARD programme to enhancing the competitiveness of food-processing enterprises, 
SAPARD also provides assistance to national authorities in adopting EU legislation to 
meet EU standards. This is complemented by assistance at the enterprise level in meeting 
EU food-safety and food-quality standards. 
 
Table 3 
 
SAPARD allocations in 2002 
Amount in euros (2002) 
Poland 179,874,468 
Hungary   40,578,737 
Lithuania   31,808,039 
Czech Republic   23,526,795 
Latvia   23,297,531 
Slovakia   19,502,405 
Estonia   12,942,243 
Slovenia     6,757,436 
TOTAL 554,500,000 
 
Other forms of assistance  
Since most new member countries will qualify as ‘objective one’ areas, farmers will have 
access to EU structural funds. Funding from the Structural Fund will be available to 
provide assistance to the processing and marketing of agricultural products in ACs, 
which will also benefit from other EU-wide measures such as export refunds. Additional 
                                                   
5 For details see the SAPARD annual report for 2002 
http://europa.eu.int/comm/agriculture/publi/reports/sapard2002/full_en.pdf 
6 For an example of a SAPARD programme see EC press release (IP/04/139-02/02/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=IP/04/139|0|RAPID&lg=EN&
display 
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benefits for the agricultural sector may also be drawn from the EU Regional 
Development Fund and environmental programmes. 
 
What types of assistance are made available for restructuring? 
Speaking in Bulgaria in March 2004 Commissioner Fischler set out the range of special 
arrangements which are in place to support the restructuring of agriculture and the rural 
economies of the ACs. These measures include  
• support to semi-subsistence farmers to help them survive financially while they 
restructure (a flat-rate €750 payment conditional upon the submission of a 
business plan which demonstrates future economic viability)7; 
• support to enable farmers to form producer groups and strengthen their position 
in the market; 
• subsidised professional advisory services for farmers; 
• higher grants for farm improvements; 
• support for investments required to met EU environmental, health and hygiene 
standards8; 
• support for afforestation of agricultural land. 
According to Commissioner Fischler it is envisaged that support for rural development 
will be expanded by 25% up to 2013, a development designed to ensure that ‘sufficient 
money will be available to support modernisation and restructuring of the farm sectors in 
the new member states’. 
 
What will the major effects of incorporation into the CAP be? 
According to Prospects for Agricultural Markets in the EU-25 (June 2003), the main impacts 
of enlargement on the agricultural sectors of ACs will be as follows: 
• higher and more stable prices for agricultural producers; 
• a slight boost in production (although the production potential of ACs will only 
be developed gradually); 
• the transformation of the market dynamics of certain agricultural sectors; 
• the continued restructuring of the agricultural and food-product industries, with 
support from EU rural-development and structural funds. 
The relatively small overall impact of enlargement on the marketable surplus is largely 
accounted for by the gradual phasing-in of direct aid payments9. 
                                                   
7 This is similar to the flat-rate payment made to small-scale farmers in the EU-15. 
8 Speech by Commissioner Fischler (SPEECH/04/133-16/03/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=SPEECH/04/133|0|RAPID&lg
=EN&display 
9 See Prospects  for Agricultural Markets in the EU-25 
http://europa.eu.int/comm/agriculture/publi/caprep/prospects2003/fullrep.pdf 
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Some specific sector impacts10  
 
Cereals sector 
According to Prospects for Agricultural Markets in the EU-25, which takes into account the 
2003 CAP mid-term review reform package, the following effects of enlargement are 
projected for the cereals sector (see Table 4): 
• total cereals production in the EU-25 is expected to increase from 272 million 
tonnes in 2004 to 277 million tonnes in 2010; consumption will increase from 
248 million tonnes to 250.5 million tonnes11; this will generate a total marketable 
surplus of cereals in the EU-25 of 26.3 million tonnes by 2010, up from 24 
million tonnes in 2004; the marketable surplus in the ACs will increase marginally 
from 6.1 million tonnes in 2004 to 6.2 million tonnes in 2010; 
• wheat production is projected to rise from 129 million tonnes in 2004 to 139 
million tonnes in 2010, with the marketable surplus for wheat expanding from 
14.2 million tonnes in 2004 to 19.9 million tonnes in 2010. This will occur on the 
back of the introduction of higher-yielding wheat varieties. 
• the marketable surplus of rye is expected to disappear, despite an expansion of 
rye production in the ACs (coming to account for 70% of EU-25 production), as 
prices for rye fall below what they would have been without enlargement; 
• barley and maize production are both expected to stabilise; the market for maize 
is expected to be broadly in balance while for barley an approximate 12-20% 
surplus in production will exist, although over the period the absolute level of the 
surplus will decline; this situation will emerge as maize from the ACs takes feed 
markets away from EU-15 barley suppliers12.  
In terms of trends in the marketable surplus the areas of greatest concern are for wheat 
(an increase in the marketable surplus between 2004 and 2010 of 40% - up from 14.2 
million tonnes to 19.9 million tonnes). Most of the surplus wheat production will come 
from ACs, where production is expected to grow by around 15% in a context of largely 
stagnant consumption; the Czech Republic will be an important contributor to this trend. 
EU-15 wheat production will, of course, also expand, by around 18%, but this will occur 
in a context of a 7.6% expansion in the domestic consumption of wheat.  
                                                   
10 In reviewing the sectoral implications of enlargement it is important to bear in mind that trends differ 
from country to country and that those highlighted reflect the Commission’s assessment of the overall 
impact of these often conflicting trends.  Note that these are projections of trends, not predictions of 
what will happen.  
11 There are significant variations in projections between the 2002 review in Prospects for Agricultural 
Markets in the EU and the 2003 post-reform review of market prospects. This is most noticeable in the 
rye sector, where the marketable surplus instead of expanding four-fold is expected to almost 
disappear, and with regard to the surplus for wheat which is projected at 4 million tonnes higher in 
2010 post-reform compared to the surplus estimated without taking into account the impact of the mid-
term review reform measures. This arises from a 15% expansion in production in a context of stable 
consumption in the ACs, and an 18% increase in production accompanied by a rise of 7.6% in 
consumption in the EU-15. 
12 Figures are drawn from the Commission paper ‘Reform of the Common Agricultural Policy: 
Medium Term Prospects for Agricultural markets and Income in the European Union 2003-2010’ 
(December 2003) 
http://europa.eu.int/comm/agriculture/publi/caprep/prospects2003b/fullrep.pdf   
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According to Commissioner Fischler, farmers in the ACs have particular advantages ‘in 
the area of low-cost cultivation of feed cereals and renewable raw materials’13.  
Table 4 
EU cereals production 2003-2010 (projections) (million tonnes) 
 2003 2004 2005 2006 2007 2008 2009 2010 
Cereals 
EU-15 
AC-10 
EU-25 
Surplus 
 
184.3 
  46.2 
230.5 
-7.7 
 
216.2 
  56.2 
272.4 
+24.0 
 
215.0 
  57.6 
272.6 
+29.9 
 
213.3 
  58.4 
271.7 
+27.6 
 
214.9 
  59.2 
274.2 
+28.0 
 
215.8 
  59.9 
275.3 
+28.5 
 
216.7 
  58.6 
275.3 
+26.5 
 
217.5 
  59.4 
276.8 
+26.3 
Wheat  
EU-15 
AC-10 
EU-25 
Surplus 
 
  92.7 
  17.1 
109.8 
-  2.3 
 
106.7 
  21.9 
128.7 
+14.2 
 
110.9 
  22.3 
133.2 
+18.0 
 
110.3 
  22.7 
133.0 
+17.3 
 
112.2 
  23.1 
135.2 
+18.7 
 
113.1 
  23.4 
136.6 
+19.5 
 
114.4 
  22.9 
137.3 
+19.1 
 
115.4 
  23.3 
138.7 
+19.9 
Barley  
EU-15 
AC-10 
EU-25 
Surplus 
 
45.4 
  8.4 
53.8 
+4.2 
 
51.0 
  9.3 
60.3 
+7.7 
 
  48.5 
    9.4 
  57.9 
+11.8 
 
  47.9 
    9.5 
  57.4 
+10.6 
 
47.7 
  9.5 
57.2 
+9.9 
 
  47.4 
    9.6 
  57.1 
+10.0 
 
47.1 
  9.4 
56.5 
+9.2 
 
46.8 
  9.5 
56.3 
+8.4 
Maize  
EU-15 
AC-10 
EU-25 
Surplus 
 
30.5 
  7.3 
37.7 
-4.7 
 
41.9 
10.5 
52.4 
+1.6 
 
39.5 
10.7 
50.2 
-0.8 
 
39.0 
10.8 
49.9 
-1.3 
 
 
39.1 
11.0 
50.1 
-1.4 
 
39.1 
11.2 
50.3 
-1.7 
 
39.0 
10.9 
49.9 
-2.5 
 
39.0 
11.1 
50.1 
-2.6 
Rye  
EU-15 
AC-10 
EU-25 
Surplus 
 
3.2 
4.0 
7.3 
-4.3 
 
3.8 
5.9 
9.7 
-0.1 
 
3.2 
6.7 
9.9 
-0.1 
 
  3.2 
  6.9 
10.1 
-0.1 
 
  3.1 
  7.1 
10.2 
  0.0 
 
  3.1 
  7.2 
10.3 
  0.0 
 
  3.3 
  6.9 
10.2 
- 0.1 
 
  3.3 
  7.0 
10.3 
-0.1 
 
                                                   
13 Speech by Commissioner Fischler (SPEECH/04/133-16/03/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=SPEECH/04/133|0|RAPID&lg
=EN&display 
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Impact on ACP countries 
The increased EU-25 surplus of cereals, particularly of wheat, needs to be seen against 
the background of the evolving EU trade in cereals and cereal-based value-added food 
products, for which the ACP is a growing market.  
Between 1996 and 2002 EU exports of ‘products of the milling industry’ (CN 1114) to 
ACP countries rose by 83% in value terms (see Table 5) while exports of ‘preparations of 
cereals’ (CN 1915) to ACP countries rose by 163% in value terms (see Table 6). This 
increased the importance of the ACP market to EU exporters from 12.6% to 20.6% in 
the case of ‘products of the milling industry’ and from 4.9% to 9.5% in the case of 
‘preparations of cereals’.  
In contrast, EU cereal exports to ACP countries increased by a mere 14% over the same 
period. Nevertheless even here the importance of the ACP market for EU exports 
increased from 11% to 13.2% of total exports of cereals16. 
Table 5 
EU exports of products of the milling industry  (CN 11) to ACP countries and the 
world, 1996-2002 
   exports to the               exports to the                  ACP as %  
                         ACP (€ millions)   world (€ millions)          of world 
1996   201     1,597   12.6% 
1997   333    1,978   16.8% 
1998   336    1,640   20.5% 
1999   302    1,398   21.6% 
2000   343    1,598   21.5% 
2001   336    1,749   19.2% 
2002   368    1,787   20.6% 
 
                                                   
14 CN 11 includes: cereal flours other than wheat (maize flour, barley flour, oat flour); cereal groats; 
cereal grains; flour of sago or roots or tubers; starches, wheat gluten. 
15 CN 19 includes: malt extract, food preparations of flour, meal, starch or malt extract not containing 
cocoa or containing less than 40% by weight of cocoa; preparations for infant use; mixes of dough; 
pasta, couscous, tapioca, foods prepared by swelling or roasting cereals (e.g. corn flakes); bread, pastry, 
cakes and biscuits. 
16 To place this in context, ACP markets account for only 7.1% of total EU agricultural exports to the 
world. 
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Table 6 
EU exports of preparations of cereals (CN 19) to ACP countries and the world 
1996-2002 
  exports to the    exports to the                     ACP as % 
  ACP (€ millions)   world (€ millions)              of world 
1996   133    2,724   4.9% 
1997   176    3,021   5.8% 
1998   205    2,946   7.0% 
1999   230    2,829   8.1% 
2000   281    3,242   8.7% 
2001   368    3,700   9.9% 
2002   350    3,666   9.5% 
If the increase in EU wheat production arising from enlargement results in lower prices 
for wheat used by the value-added food-product industry, then this would further 
enhance the export competitiveness of EU wheat-based value-added food products and 
further extend and consolidate the importance of the ACP as a destination for these 
exports.  
If the assumption is correct that these products are largely simple value-added food 
products which enterprises in ACP countries could increasingly produce themselves, 
then this would further constrain the development of simple value-added processing in 
ACP countries. However it should be noted that EU exports of these products are likely 
to be strongly affected by the intensification and launch of processes of reform in the 
EU dairy and sugar sectors respectively. The implementation of these reforms 
(particularly on the basis of a ‘fall in price’ scenario in the sugar sector) will greatly reduce 
the constraints on EU value-added food-product exports at present arising from WTO 
ceilings on export refunds for the agricultural raw-material content of value-added food 
products (currently €415 million for the EU’s so called ‘Non-Annex I’ products – see 
Table 7). 
  15
Table 7 
EU Non-Annex I budgetary allocations and WTO ceilings 
Year EU budgetary 
allocation 
(ecu/euro 
millions) 
 
Year 
WTO ceiling 
(ecu/euro millions) 
1994 631.4   
1995 598.4 1995/1996 717.4 
1996 616.0 1996/1997 656.8 
1997 519.817 1997/1998 596.4 
1998 532.018 1998/1999 535.9 
1999 610.019 1999/2000 475.4 
2000 572.2 2000/2001 415.0 
2001 435.6 2001/2002 415.0 
2002 409.7 2002/2003 415.0 
2003 415.0 2003/2004 415.0 
2004 415.0 2004/2005 415.0 
 
On the export side, ACP countries have exported cereals worth around €50 million 
annually to the EU since 1998, probably mainly rice, although including some animal 
feed. Enlargement is unlikely to affect ACP rice exports. These will be much more 
profoundly affected by the current process of cereals-sector reform20 which is seeing a 
50% reduction in intervention prices, and which is expected to lead to an initial fall in 
market prices of 34%, increasing to a 41% decline over time. However, given the 
competitive advantage of the ACs in the production of animal feed, ACP exports of 
animal feed could be affected by enlargement, although they are likely to be much more 
strongly affected by the strength of the euro (which makes imported animal feed so 
much cheaper) and the state of EU production (2003 was a particularly bad harvest in 
the EU-25). Perhaps more significant is the likely impact of cheap animal feed in ACs on 
the price competitiveness of certain forms of livestock production in some of these 
countries. 
 
                                                   
17 In this year an under-spend of 29 million ecus occurred 
18 In this year actual expenditures were 553 million ecus. 
19 Including 60 million ecu in reserve. 
20 The latest round of reforms in the rice sector are designed to allow the full incorporation of the rice 
regime into the arable-sector regime. 
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Livestock Sector 
 
Beef  
While the accession of ten new member states will increase EU beef production by 10%, 
consumption will expand by a similar amount according to the European Commission. 
Total beef production is expected to stabilise at around 8 million tonnes, with a deficit 
emerging, as consumption in the EU-25 stabilises at 8.2 million tonnes.  
According to the USDA this will result in a rise in beef prices in ACs following 
accession. Conversely, according to the EC, the accession of new EU member states is 
likely to exert a downward pressure on beef prices in the EU-25, with an initially 
projected decline of between €70 and €100 per tonne now being revised to a decline of 
between €50 and 70 per tonne, compared to the situation without enlargement. 
In ACs trends in beef production will be more closely tied to developments in the dairy 
sector than in existing EU member states, as a higher proportion of beef production in 
ACs comes from the dairy herd and they produce relatively more lower quality meat. 
However the growth in demand in these countries is largely for high-quality beef 
products, and this will lead to an imbalance in supply and demand in terms of quality 
rather than quantity. 
This situation will be compounded by the difficulties faced in the more agricultural ACs 
in meeting EU SPS standards in the livestock sector This is creating a distinct two-tier 
beef market, with one component of production eligible for free circulation within the 
EU-25 market while a large component of production can only be sold into national 
markets21. With demand for high-quality products rising faster in ACs than in the EU-15, 
this divergence between patterns of beef production and patterns of beef consumption is 
likely to widen, generating an increased volume of beef which will need to be disposed of 
on third-country markets.  
However, the increased availability of beef for which there is no market in ACs may not 
immediately feed through into increased exports, since export refunds are provided in 
the beef sector on the basis of a competitive bidding process and enterprises in ACs are 
likely to be largely unfamiliar with these procedures. 
Pig meat 
Similar problems in meeting EU standards are faced in the pig-meat sector of ACs. For 
example in Hungary it is estimated that only 60% of slaughtered pigs meet the EUROP 
quality standard. This could reduce the availability of production which can flow freely 
within the EU-25 market and either lead to enterprises closing down or seeking out 
third-country markets. 
Poultry  
Projections for the poultry sector suggest an expansion of production from 10.9 million 
tonnes to 11.9 million tonnes in the EU-25, but with consumption expanding even faster 
in the more rapidly growing ACs, this is unlikely to create major problems. Indeed, the 
                                                   
21 For those enterprises able to submit a viable business plan for the upgrading of their establishment to 
EU standards assistance is available to help with the necessary investments.  If EU standards are not 
met by the end of the transition period, however, then these establishments will have to close down.  It 
is believed that many of the smaller establishments which do not meet EU standards will in fact close 
down after the transition period. 
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marketable surplus is set to decline from 700,000 tonnes in 2004 to 400,000 tonnes in 
201022.  
However the trends are contradictory: while some ACs have improved competitiveness 
in the poultry sector as a result of foreign direct investment in production and 
processing, small and medium producers are facing acute problems in meeting EU 
standards and will have to close after 2004 if this situation continues. Overall, however, it 
is believed that enlargement will result in increased competition for EU-15 suppliers in 
the poultry sector. This trend can be seen from the expansion of poultry-meat exports to 
the EU from ACs over the period from 1994 to 2003 (up from 78,000 tonnes to 170,000 
tonnes). This increased competition from the ACs will compound the problems already 
faced by EU-15 poultry producers as a result of increased competition from third-
country producers. 
Table 8 
Meat production in the ACs and the EU-25 (projections) (million tonnes)23 
Product/year 2004 2005 2006 2007 2008 2009 2010 
Beef   
         AC-10 
         EU-25 
 
0.6 
8.1 
 
0.6 
8.1 
 
0.6 
8.0 
 
0.6 
8.0 
 
0.6 
8.0 
 
0.6 
8.1 
 
0.6 
8.0 
Poultry  
         AC-10 
         EU-25 
 
  1.9 
10.9 
 
  2.2 
11.2 
 
  2.3 
11.2 
 
  2.4 
11.4 
 
  2.6 
11.6 
 
  2.7 
11.9 
 
  2.7 
11.9 
Pig meat 
         AC-10 
         EU-25 
 
  3.2 
21.3 
 
  3.4 
21.8 
 
  3.5 
22.3 
 
  3.7 
22.6 
 
  3.7 
22.8 
 
  3.8 
22.9 
 
  3.9 
23.0 
 
Impact on ACP countries 
While the production and consumption of beef in ACs is broadly in balance, the 
composition of production is unlikely to match with the emerging trends in consumption 
in ACs, as we have seen. In ACs the majority of beef production still comes from the 
dairy herd rather than dedicated beef herds, while consumption is likely to follow the 
EU-15 trends, with a growing demand for high-quality meat.  
This developing discrepancy between patterns of demand for and consumption of beef 
products in the more rapidly growing economies of the ACs is likely to have two effects: 
it will increase EU demand for imports of high-quality beef cuts and it is likely to 
increase the volume of lower quality beef cuts seeking export markets. 
With regard to EU beef imports it was reported in 2003 that for the first time in 20 years 
EU-15 beef consumption was out-stripping EU-15 beef production. As a consequence in 
                                                   
22 ‘Reform of the Common Agricultural Policy: medium term prospects for agricultural markets and 
income in the European Union 2003-2010’ (December 2003).  
http://europa.eu.int/comm/agriculture/publi/caprep/prospects2003b/fullrep.pdf  
23 ‘Reform of the Common Agricultural Policy: medium-term prospects for agricultural markets and 
income in the European Union 2003-2010’, tables A.28, A.29 and A.30 (December 2003).  
http://europa.eu.int/comm/agriculture/publi/caprep/prospects2003b/fullrep.pdf 
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2002/03 the EU imported 61,615 tonnes of beef at full duty, some 27% above 
2001/2002 levels for full duty-paid imports24. These developments will be intensified 
with enlargement. 
There will therefore be considerable scope for ACP beef exporters to utilise their existing 
beef quotas fully and to push for an elimination of quota restrictions. However, this will 
be dependent upon ACP beef suppliers being able to produce high-quality cuts of beef to 
demanding EU standards and to verify and certify that they have done so. This will 
constitute a major administrative challenge for many ACP beef producers given the EU’s 
increased emphasis on food safety throughout the production chain, ‘from farm to fork’ 
If ACP beef producers are unable to meet this challenge then they may find themselves 
being squeezed out of the EU beef market or being relegated to serving the mass market 
for general beef products where prices are likely to be depressed. 
Enhancing the capacity of ACP beef producers to supply quality cuts of beef to the EU 
market reliably may also require modification of rules of origin on beef products to allow 
greater cumulation with non-ACP neighbouring beef producers. This is a particularly 
important issue for southern African beef producers. However, such arrangements may 
throw up even more complicated administrative challenges in terms of verifying and 
certifying compliance with EU food-safety standards, ‘from farm to fork’. 
In terms of developments in EU beef exports, enlargement is likely to increase the 
volumes of lower quality beef looking for markets outside of the EU since there will be a 
declining market for this beef in the EU. This point was forcefully made by 
Commissioner Fischler, when in January 2004 he pointed out with particular reference to 
livestock production in ACs that ‘we simply do not have a market for goods that do not 
make the grade’25.  
The likelihood of this production finding its way on to third-country markets is increased 
by the failure of ACs to meet EU standards in livestock products Put simply, these 
producers have low production costs, yet there is no market for their low-quality 
production in the EU. Add to this the fact that ACs will from May 1st 2004 be fully 
eligible for EU export-refund support in all sectors including beef, and the stage is likely 
to be set for the export of a growing volume of low-cost beef products from certain ACs 
(particularly Poland, Hungary and the Czech Republic)26. 
The developments in terms of EU beef exports are likely to be compounded by 
developments in the poultry sector, where the high level of competitiveness of ACs’ 
poultry producers could result in increased volumes of EU-25 poultry meat looking for 
new markets overseas. 
While exports of meat products from ACs are likely to mainly target Russian markets, 
some of them could find their way onto ACP markets. Indeed, these possible 
consequences of enlargement in the meat sector need to be seen against the background 
of growing levels of EU meat exports to ACP countries. Since 1996 EU-15 exports of 
meat products to the ACP have increased by 122%, with the importance of the ACP 
                                                   
24 See report in Meat and Livestock Australia (16.9.2003) 
http://www.mla.com.au/content.cfm?sid=1017&newsid=2636 
25 Speech by Commissioner Fischler (Speech/04/32-21/01/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=SPEECH/04/32|0|RAPID&lg=
EN&display 
26 This may not occur immediately since it will take time for operators in new member states to gain 
familiarity with the EU bidding procedures for export refunds. 
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market to EU meat-product exports increasing from 3.5% of total meat exports to 6.9% 
in 2002 (se Table 9). 
 
Table 9 
EU meat exports (CN02) to ACP countries and the world 1996-200227 
   Exports   Exports     ACP as % 
   to the ACP  to the world        of world 
                                    (€ millions)                (€ millions) 
1996   115   3,275    3.5% 
1997   150   3,644    4.1% 
1998   186   3,285    5.6% 
1999   188   3,742    5.0% 
2000   223   3,943    5.6% 
2001   240   3,830    6.2% 
2002   255   3,689    6.9% 
 
This expansion in EU meat-product exports has occurred despite the various animal 
disease problems in the EU (BSE and foot-and-mouth disease in the beef sector, and the 
dioxin and avian flu crises in the poultry sector). There is thus already evidence of a 
growing importance of ACP meat markets within the overall pattern of EU meat-
product exports. Enlargement could intensify these trends. 
 
Dairy Sector 
Total production in the dairy sector of the ACs is expected by the EC to remain stable at 
around 22-23 million tonnes. However, it is expected that subsistence production will 
gradually decline, making space for the production-quota increases agreed at the EU 
Copenhagen Summit.  
ACs have a higher dependence on bulk commodities than the EU-15 (60% of milk goes 
into such commodities in ACs compared to 40% for existing EU member states). Butter 
and skimmed-milk powder production is expected to increase in the early years of 
accession in response to higher prices. However, after high initial increases, production 
of bulk dairy commodities is expected to fall as consumer demand develops and 
investment takes place in more value-added dairy production. Nevertheless, butter 
production in ACs is expected to be 12% higher in 2010 than in 2003, while milk-powder 
production in ACs will be 18% higher in 2010 than in 2003. In terms of bulk 
commodities within the EU-25, this will slow down the rate of decline in butter and 
milk-powder production which has been occurring as production shifts to higher value 
dairy products. Nevertheless EU-25 butter production is expected to be approximately 
8% lower in 2010 than in 2003.  
                                                   
27  Source: EC annual reports ‘Agricultural Situation in the European Union’, tables 3.6.12 and 3.6.2 
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Table 10 
Projected dairy production in the ACs and EU-1528 (million tonnes) 
 2003 2004 2005 2006 2007 2008 2009 2010 
Butter  
EU-15 
AC-10 
EU-25 
 
1,866.6 
   286.3 
2,152.9 
 
1,807.9 
   353.0 
2,160.9 
 
1,726.5 
   343.0 
2,069.5 
 
1,692.0 
   331.9 
2,023.9 
 
1,682.2 
   328.4 
2,010.6 
 
1,677.9 
   326.2 
2,004.1 
 
1,671.0 
   323.3 
1,994.3 
 
1,665.1 
   320.4 
1,985.4
SMP29 
EU-15 
AC-10 
EU-25 
 
  1.076 
  0. 188 
  1.264 
 
   0.955 
   0. 259 
   1.214 
 
   0.806 
   0.249 
   1.055 
  
   0.747 
   0.237 
   0.984 
  
   0.686 
   0.233 
   0.918 
 
   0.651 
   0.231 
   0.881 
 
   0.613 
   0.227 
   0.840 
 
  0.576 
  0.222 
  0.798 
Cheese 
EU-15 
AC-10 
EU-25 
 
7.4 
0.7 
8.1 
 
7.5 
0.7 
8.2 
 
7.7 
0.7 
8.4 
 
7.9 
0.7 
8.6 
 
8.1 
0.7 
8.8 
 
8.1 
0.8 
8.9 
 
8.2 
0.8 
9.0 
 
8.2 
0.8 
9.0 
Milk 
EU-15 
AC-10 
EU-25 
 
121.8 
  20.6 
142.4 
 
121.4 
  22.9 
144.3 
 
121.6 
  22.8 
144.4 
 
121.7 
  22.7 
144.3 
 
121.6 
  22.6 
144.3 
 
122.0 
  22.6 
144.6 
 
122.4 
  22.6 
144.9 
 
122.7 
  22.5 
145.2 
 
As consumer demand in the ACs changes and investments are made, so the structure of 
the dairy sector is expected to evolve to become more in line with that of the EU-15 (less 
bulk products and more higher value dairy products). This will be promoted by 
reductions in the intervention price which will make production of bulk products for 
intervention less attractive. Cheese production in the EU-15 is expected to increase in 
response to increased demand in ACs (with demand for fresh dairy products expected to 
grow 20% by 2010). This should reduce milk-powder production, mainly in the EU-15.  
Externally it is anticipated that dairy-sector reform will make EU high-value dairy 
products more price competitive and this should ‘lead to higher exports of high price 
value-added dairy products on world markets’. 
Impact on ACP countries 
While at the global level it is expected that there will be higher EU-25 exports of high-
price value-added dairy products, the market for such products in the ACP is limited 
since these products tend to be associated with higher levels of per capita income. The 
ACP market is, however, likely to remain of interest for exports of bulk dairy products 
(butter and milk powder). Already ACP markets account for 13.6% of EU dairy exports 
(up from 9.7% in 1996), with the EU accounting for 70% of all dairy imports into sub-
Saharan Africa in 2000 (see Table 11). 
                                                   
28 ‘Reform of the Common Agricultural Policy: medium-term prospects for agricultural markets and 
income in the European Union 2003-2010’, tables A.31, A.32 and A.33 (December 2003).  
http://europa.eu.int/comm/agriculture/publi/caprep/prospects2003b/fullrep.pdf 
29 SMP is skimmed milk powder. 
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The impact of any growth in exports of EU bulk dairy products (which enlargement will 
probably sustain at higher levels than would be the case without enlargement) on the 
dairy sectors in ACP countries will depend heavily on national trade and dairy-sector 
development policies and the evolution of EU investments in the ACP dairy sector in a 
regional context30. In some cases EU investment in ACP dairy sectors has led to 
increased volumes of milk-powder imports. In one case this led to a discontinuation of 
local milk-powder production, and the introduction of increased volatility in the 
producer price of milk, with small surpluses leading to disproportionately large price 
declines. In other cases the regulation of access of dairy-processing companies to milk-
powder imports has been used to support producer prices as a means of stimulating 
production. The impact of enlargement on ACP dairy sectors will thus largely be 
determined by the national policies pursued by ACP governments with regard to trade in 
dairy products and dairy-sector development. 
Table 11  
EU dairy exports (CN 04) to ACP countries and the world 1996-2002 (€ millions) 
   Exports to   Exports to        ACP as % 
   the ACP  the world     of the world 
                                    (€ millions)                (€ millions) 
1996   428   4,417      9.7% 
1997   501   4,787    10.5% 
1998   558   4,464    12.5% 
1999   522   4,244    12.3% 
2000   619   5,086    12.2% 
2001   702   5,063    13.9% 
2002    637   4,684    13.6% 
 
ACP countries have virtually no dairy exports to the EU, in large part because of the 
highly regulated nature of the EU dairy sector. One ACP member has been granted a 
5,000 tonne quota for the export of cheese at a reduced tariff under its bilateral free-trade 
area agreement (the South Africa-EU Trade, Development and Co-operation 
Agreement). However, despite the price competitiveness of South African cheese, no 
exports have in fact taken place in the early years of application of the agreement as a 
result of the import-licensing system set in place to manage the quota. Under this system 
import licences could only be used by ‘approved undertakings’, that is companies 
recognised under EU dairy regulations as established dairy producers. This meant that 
South African dairy exporters had no direct access to EU supermarket chains and could 
only export through the EU dairy companies with whom they would be competing. Not 
surprisingly the prices offered by holders of the import licences were never attractive 
enough for South African dairy producers to begin exporting 
                                                   
30 Exchange-rate movements will also be an important factor, as will the price-reducing effects of 
dairy-sector reform, which will enhance the competitiveness of EU bulk dairy-product exports and ease 
WTO ceilings on allowed exports. 
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Sugar Sector 
Sugar production in ACs is about 3 million tonnes per annum, some 18% of EU-15 
production. Average yields in ACs are approximately 30% below those attained in the 
EU-15. Poland is by far the largest producer of sugar with about 55% of the total for the 
ACs, but its yields are below the AC average. The highest yields are attained in the 
second largest sugar producer, the Czech Republic (17% of AC output), with yields at 
82% of the EU-15 average. Hungary is the third largest sugar producer with 14% of the 
total from the ACs. Three of the countries produce no sugar (Malta, Cyprus and 
Estonia). The area under sugar has been in rapid decline in the ACs since the mid-1990s, 
except in Latvia and Lithuania.  
Consumption of sugar declined in the Czech Republic and Hungary in the 1990s but 
began to recover in the former in 2000. Polish consumption, the largest component of 
consumption in the ACs, has fluctuated quite widely throughout the second half of the 
1990s. 
Imports by ACs have averaged around 170,000 tonnes in the past four years and have 
generally been on an upward trend. The EU-15 have been the main source of imports of 
sugar (85%), while exports by ACs have averaged around 457,000 tonnes, between 7.6% 
and 9.1% of total EU sugar exports. The main markets for exports have been the former 
Soviet Union (80%) and former Yugoslavia (20%)31.  
With production being restricted by quotas it is not envisaged that enlargement will have 
a major impact on sugar production and trade in ACs. However, this depends on how, 
over time, the treatment of the ‘A’ and ‘B’ quota system evolves and whether it gives rise 
to ‘C’ sugar, as under the EU regime.  
Impact on ACP countries 
In terms of imports 85% of all sugar imports by ACs have come from the EU in the past 
five years, with only 25,000 tonnes, or around 1% of sugar consumption, coming from 
beyond the EU. The integration of the ACs into the EU sugar regime is thus expected to 
have little impact on import patterns. Equally it is not envisaged that the enlargement of 
the EU will result in increased volumes of sugar exports to ACP countries, since the ACs 
have no tradition of exporting sugar beyond their near neighbours.  
However, given recent patterns of investment in confectionery and chocolate production 
in a number of ACs (most notably Poland), the eligibility of ACs for support from such 
horizontal programmes as export-refund support, could have an impact on patterns of 
value-added food-product exports to ACP countries. In the absence of sugar-sector 
reform within the EU however there has been no discernible trend towards increased 
exports of sugar-based value-added food products to ACP countries in recent years. In 
addition the EU is still likely to be constrained by WTO ceilings on the level of export 
refunds which can be provided on the agricultural raw-material content of value-added 
food products. Overall, EU sugar-sector reform is likely to have a far greater impact on 
ACP sugar sectors than the process of EU enlargement.  
Nevertheless the impact of enlargement in the sugar sector does have a bearing on 
current ACP-EU discussions on sugar-sector issues. In the context of the 
implementation of the EBA sugar-quota system, access for ACP sugar exports under the 
special preferential sugar (SPS) arrangement is being eroded. This affects countries such 
as Swaziland particularly adversely as it gains 31% of its total preferential access to the 
                                                   
31 EC ‘International analysis of production structures within the EU in the sugar sector.’ (22/09/2003) 
http://europa.eu.int/comm/agriculture/markets/sugar/reports/rep_en.pdfhyperlink 
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EU market from the SPS arrangement. This situation of preference erosion in the 
context of the implementation of the EBA arises as a result of the fact that SPS access is 
a residual amount calculated in the light of the volumes of preferential sugar entering the 
EU market and the ‘maximum supply needs’ (MSN) ceiling established to limit overall 
preferential sugar access. With a fixed MSN ceiling and a growing supply from EBA 
exporters, SPS export volumes are being cut. 
 
Table 12 
EU sugar and sugar confectionery (CN 17) exports to ACP countries and the 
world 1996-2002 
          Exports to            Exports to                   ACP as %  
          the ACP             the World  of the world 
                                (€ millions)                    (€ millions) 
1996   182   2,148     8.5% 
1997   210   2,436     8.6% 
1998   242   2,464     9.8% 
1999   173   1,920     9.0% 
2000   243   2,379   10.2% 
2001   298   2,622   11.4% 
2002   183   2,071     8.8% 
 
Against this background the fact that the enlargement of the EU will see an 18% 
expansion in EU sugar production and a similar expansion of EU consumption is worthy 
of note. Indeed against this background it can be argued that the overall MSN ceiling 
should be revised to reflect this enlargement of the EU sugar market. An 18% increase in 
the MSN ceiling would see the overall volume of preferential sugar imports increase by 
320,000 tonnes. This would provide scope for ensuring that SPS access was not eroded 
as a result of the phased expansion of access for LDC sugar or provide scope for the 
establishment of a second LDC quota as called for by the LDC sugar group. This 
expansion of sugar quotas would be consistent with current EU initiatives in the banana 
sector. 
 
Banana Sector 
Although the FAO has highlighted the opportunities being opened up for banana 
producers by EU enlargement, ACP producers are likely to be poorly placed to exploit 
the new market opportunities which will emerge as higher growth in the ACs fuels 
demand for bananas. The extent to which the ACP will be able to benefit will be crucially 
determined by the administrative arrangements to be established for the expanded 
banana quotas for an enlarged EU.  
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On April 16th 2004 the EC proposed an additional quantity of bananas (300,000 tonnes) 
to supply the market of ACs for the period May-December 2004. According to the 
Commission press release:  
this additional quantity would be fixed on a transitional basis, and should in no 
way prejudge the outcome of the negotiations in the context of the Article XXIV 
(6) GATT in which the European Union is to engage in the coming weeks […] 
these transitional measures are without prejudice to the decision taken by the 
Council to move to a tariff-only import system no later than 1 January 2006. The 
EU will fully respect its obligations and commitments. It will safeguard the 
interests of EU producers. The preferential access for producers from African, 
Caribbean and Pacific countries will be maintained and all WTO commitments 
entirely honoured. 
As with the current regime32, import arrangements in an enlarged EU will be managed 
through a licensing system. In this context 17% of quantities are to be reserved for 
operators who have not historically imported bananas while 83% will go to traditional 
importers. However with rapid growth in the markets of the ACs expected, these 
historical levels of imports are likely to be rapidly outdated.  
This being said in the short term the application of the EU banana regime in the new 
member states will result in an increase in the market price of bananas.  There are 
concerns amongst ACP banana exporters that this will result in lower demand for 
bananas in new member states and the re-export of banana’s to existing EU-15 markets, 
with consequent price implications for bananas exported to the EU-15 under traditional 
arrangements.  The fear is that any price declines on EU-15 markets could have serious 
implications for banana producers in the Caribbean, with many being driven out of 
business in the short term and hence being unable to exploit the benefits arising from 
enlarged EU banana market in the longer term.  Any price effects on EU markets will 
depend on the extent of the “leakage” of bananas from new member states onto EU-15 
markets, in a context where the total additional quota represents around 9% of the 
existing quotas. 
 
The major challenges faced 
The problem of SPS 
A major trend within the CAP is the growing emphasis on the production of quality 
products and the strict application of food-safety controls. This dimension of the CAP is 
posing a major challenge to agricultural producers and processors in the ACs. There are 
four areas in which ACs have to develop capacities in relation to food-safety controls: 
• guaranteeing the food-safety integrity of external borders of the EU; 
• ensuring full compliance with EU food-safety rules; 
• bringing all food-processing establishments up to EU standards; 
• respecting EU animal-welfare rules. 
                                                   
32 Since January 1st 2002 the following three tariff quotas apply:  
Quota A: 2,200,000 tonnes at a tariff of €75/tonne (0 for ACP bananas)  
Quota B: 453,000 tonnes at a tariff of €75/tonne (0 for ACP bananas)  
Quota C: 750,000 tonnes at a tariff of €0/tonne (reserved for ACP bananas)  
Quotas A and B are open to bananas from any origin, the C quota is reserved for ACP countries. 
Banana imports outside the quotas are subject to a customs duty of €680/tonne. However, ACP 
countries benefit from a tariff preference of €300/tonne. 
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While considerable progress had been made in meeting EU standards, Commissioner 
Fischler has acknowledged that producers in ACs ‘still have a considerable distance to 
cover’, stressing that ‘standards are not something that European consumers are 
prepared to compromise on, either in terms of production technique or final product’33. 
Against this background provision has been for transitional arrangements.34 Nearly all 
ACs have requested transitional periods for an average of three years after accession to 
allow time for the upgrading of food-processing plants. The granting of transitional 
periods to plants is dependent upon the submission of a binding work plan for the 
upgrading of the establishment concerned. Products from these plants will need to be 
clearly marked, cannot be sold within the EU, and must stay within the domestic market. 
By March 2003 transitional arrangements had been set in place for the following plants: 
• Poland: 332 meat establishments (until December 2007), 113 milk establishments 
(until December 2006), 40 fish establishments (three years); 
• Czech Republic: 44 meat establishments, 1 egg establishment, 7 fish 
establishments (until December 2006); 
• Hungary: 44 red-meat establishments (until December 2006); 
• Latvia: 29 fish-processing establishments (until January 2005), 77 meat 
establishments (until January 2006), 11 milk-processing establishments (until 
January 2005); 
• Lithuania: 14 meat establishments, 5 fish establishments and 1 milk establishment 
(until January 2007); 
• Slovakia: 1 meat and 1 fish establishment (December 2006)35. 
As can be seen from the above, there are particular problems in the livestock sector 
where there are many small slaughterhouses that do not comply with EU legislation 
governing the organisation of the slaughter chain. It is expected that such establishments, 
if they have not secured transitional dispensations, will have to close from May 1st 2004 
One market consequence of this situation is that initially many producers in ACs will not 
be able to freely market their goods within the EU-25, and these enterprises will also find 
themselves poorly placed to capitalise on the growth in demand for quality products 
which is such a feature of the high income growth in the ACs.  
In terms of addressing the SPS challenge and fully implementing EU rules this may 
require such measures as: rebuilding part of the factory; retraining staff; implementing 
effective pesticide monitoring, (including setting up sampling and analytical programmes 
and establishing the necessary laboratory facilities run by qualified staff). This constitutes 
an extensive agenda for sectoral restructuring, hence the recognised need for transitional 
dispensations to facilitate the full implementation of EU measures. 
                                                   
33 Speech by Commissioner Fischler (SPEECH/04/111-02/03/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=SPEECH/04/111|0|RAPID&lg
=EN&display 
34 On April 15th 2004 the EU-15 agreed on a final list of establishments in new member states which 
will benefit  from special transitional dispensations. In all some 1006 establishments have been granted 
special transitional dispensations, representing roughly 8% of all food-processing establishments in 
accession countries. 
35 See  USDA GAIN Report No. E23090 http://www.fas.usda.gov/gainfiles/200306/145885817.pdf 
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Administrative capacity constraints 
In the immediate run up to accession Commissioner Fischler highlighted the serious 
administrative constraints faced by the ACs with regard to the ‘establishment of Paying 
Agencies and the Integrated Administration and Control System, which are necessary to 
run the CAP’36.  
He noted that significant challenges remain, regarding the information technology 
equipment and the number and the training of staff. Indeed, he warned that ‘any further 
delay could result in farmers missing out on EU support, or national budgets being faced 
with significant claw-back of farm subsidies’37. 
This highlights the administrative burden which EU procedures can impose even in 
relatively developed countries, such as the ACs, and puts in context the capacity 
constraints faced by ACP countries in dealing with the complex challenges of 
restructuring which will arise in the context of the implementation of the proposed EPAs 
with the EU. 
 
Supply-side constraints 
Speaking at the beginning of March 2004 Commissioner Fischer acknowledged that 
farmers in the ACs faced a range of supply-side constraints ranging from poor 
infrastructure, through a lack of capital to bad management practices38. However he 
emphasised that these were areas in which the EU was working with the governments of 
the ACs in order to address the problems faced, within the framework of the SAPARD 
programme. 
 
Lessons for the ACP from enlargement 
Restructuring Assistance 
The scope and extent of the SAPARD programme and other programmes of support, to 
the agricultural sectors of ACs constitutes an implicit recognition of the challenges faced 
if national enterprises in ACs are to gain the full benefits from integration into the EU 
market. The various SAPARD programmes highlight the EU’s recognition of the need 
for comprehensive and integrated programmes of support for the restructuring of 
agricultural enterprises under moves towards market integration. It recognises that 
competitiveness has to be improved if these agriculture-sector enterprises are to be 
enabled to take advantage of opportunities opened up under market integration. This has 
clear implications for the negotiation of support programmes for ACP enterprises under 
the ongoing EPA negotiations. It strengthens the ACP’s argument that restructuring 
assistance is needed in the agricultural sector if enterprises in ACP countries are to be 
enabled to benefit from the opportunities opened up under any free-trade area 
arrangements with the EU. 
                                                   
36 Speech byCommissioner Fischler (SPEECH/04/138-18/03/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=SPEECH/04/138|0|RAPID&lg
=EN&display 
37 Speech by Commissioner Fischler (SPEECH/04/138-18/03/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=SPEECH/04/138|0|RAPID&lg
=EN&display 
38 Speech by Commissioner Fischler (SPEECH/04/111-02/03/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=SPEECH/04/111|0|RAPID&lg
=EN&display 
  27
The need for additional funds to be made available to finance programmes of assistance 
in meeting EU standards is reinforced when one considers that of the allocation of 
€6,242.6 million to National Indicative Programmes in ACP countries only 7% was 
allocated to rural-development measures (some €437 million), only 1.1% was allocated 
explicitly to agricultural development (some €69 million), only 0.6% was allocated to 
business development (€37.4 million) and less than 0.1% of NIP funds was allocated to 
trade development (€6.2 million). Of these allocations very little will have gone to 
supporting SPS compliance.  
This being said, a number of relatively large EU programmes have been established at 
the sectoral level to meet specific ACP needs. For example, the pesticide initiative and 
fisheries-sector SPS-support programmes. These programmes are largely financed from 
regional funds and although large by ACP standards are relatively small when one 
considers how many countries are being assisted under these programmes and the scale 
of the challenge facing ACP producers and exporters. 
However, what is also clear from the SAPARD programme is that national authorities 
need to take full responsibility for the design and implementation of these agricultural 
restructuring programmes. In its dealings with ACs the EC has placed considerable 
emphasis on ‘helping them to help themselves’. This dimension needs to be taken on 
board by the ACP. If ACP governments which have a strong agricultural trade 
relationship with the EU in CAP-covered commodities, can move into more detailed 
discussion of the types of agricultural restructuring assistance required to assist 
enterprises in meeting the challenge of free trade, then this may serve to transform the 
debate on ‘additional funding’ in the current EPA negotiations. 
 
The challenge of SPS 
Of particular significance to ACP countries is the experience in ACs of support for the 
restructuring of food-processing enterprises and the support extended to ensuring 
compliance with EU food-safety standards ‘from farm to fork’ This experience can 
provide important positive lessons (what should be done) and negative lessons (the 
problems faced in ensuring compliance) for ACP countries as they struggle to meet EU 
food-safety standards. The importance of this issue cannot be overestimated, as the EU 
Health and Consumer Protection Commissioner, David Byrne, pointed out to the 
executive board of the World Bank in March 2004: 
unless there is a serious effort to … strengthen the capacity of developing 
countries to meet the food-safety standards of the developed world, the 
opportunities presented by trade liberalisation in the food area may prove 
illusory39. 
Significantly Commissioner Byrne made this point with particular reference to LDCs, 
which constitute 50% of the ACP group. 
Here again the ACP could gain advantage in the current EPA negotiations by moving 
away from general discussions on these issues to sector-by-sector discussions of what 
needs to be done to support not only compliance with EU food-safety standards but also 
the verification and certification of that compliance. The more detailed the discussions at 
a regional level, the more likely the EU is to respond to specific proposals being put 
                                                   
39 Speech by Commissioner Byrne (SPEECH/04/139-18/03/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=SPEECH/04/139|0|RAPID&lg
=EN&display 
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forward. This is particularly so given the impending adoption of the EU’s new food-and-
feed regulation which by 2006 will establish a ‘framework to support developing 
countries in meeting EU import requirements’ and will ‘enable the Commission to fund 
activities that enhance food-and-feed safety’ 40  
 
                                                   
40 EC press release (IP/04/317-09/03/2004) 
http://europa.eu.int/rapid/start/cgi/guesten.ksh?p_action.gettxt=gt&doc=IP/04/317|0|RAPID&lg=EN&
display  
 
